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ANIMALS
 BULL. The plaintiff was injured when the plaintiff’s car 
struck a bull on a public highway near one of the defendants’ 
farms. The farm was owned by one defendant and was used for 
grazing cattle owned by that defendant’s parent.  Both defendants 
had responsibility for maintaining the fences and gates and the 
plaintiff filed suit under Kan. Rev. Stat. § 259.210(1), claiming 
that the defendants allowed the bull to run at large due to 
negligence in maintaining the pasture fence. The defendants 
moved for summary judgment, arguing that the plaintiff had 
failed to show that the bull belonged to them. The bull had no 
markings but blood tests showed that the bull was the offspring 
of a bull owned by the parent defendant. The defendants did not 
have complete records of all offspring of their other bulls but they 
had registered nine bulls and one was missing. The court held 
that, for purposes of denying summary judgment, the plaintiff 
had provided sufficient evidence of at least one of the defendants’ 
ownership of the bull and had provided evidence that the gate 
was left open on the day of the accident.  Young v. McCord, 
2007 U.S. Dist. LEXIS 61404 (C.D. Ky. 2007).
BANKRUPTCY
FEDERAL TAX
 SETOFF. The IRS has issued a revenue ruling concerning 
the following two situations. Situation 1: On February 1, 2005, 
a corporate taxpayer filed a Chapter 11 petition. The taxpayer 
filed a corporate income tax return for the year ending December 
31, 2004 on March 15, 2005, reporting an overpayment and 
claiming a refund of $500,000. On April 15, 2005, the IRS filed 
a proof of claim in the bankruptcy case identifying liabilities 
for the taxpayer’s 2003 tax year in the amount of $1,000,000. 
As of April 15, 2005, the IRS had not refunded the $500,000 
overpayment, assessed the $1,000,000 liability, or sent a notice 
of deficiency with respect to that liability. The IRS ruled that  the 
IRS could credit the $500,000 refund claim for 2004 against the 
$1,000,000 tax liability claim for 2003. Situation 2: On February 
1, 2005, a corporate taxpayer filed a Chapter 11 petition. The 
taxpayer filed a corporate income tax return for the year ending 
December 31, 2004 on March 15, 2005, reporting a $750,000 
net operating loss. Also on March 15, 2005, the taxpayer filed 
an application for a tentative carryback adjustment, carrying the 
$750,000 net operating loss from 2004 back to 2003, generating 
a decrease in tax for the 2003 tax year in the amount of $250,000, 
and requesting a refund. On April 15, 2005, the IRS filed a 
proof of claim in the bankruptcy case identifying liabilities 
for the taxpayer’s 2002 tax year in the amount of $1,000,000. 
As of April 15, 2005, the IRS had not assessed the $1,000,000 
liability, sent a notice of deficiency with respect to that liability, 
or tentatively refunded the $250,000 decrease in tax for the 2002 
year. The IRS ruled that the IRS could credit the $250,000 decrease 
in tax generated by the net operating loss carryback against the 
bankruptcy claim for tax liability for 2002. Rev. Rul. 2007-52, 
I.R.B. 2007-37.
FEDERAL  AGRICULTURAL 
PROGRAMS
 
 COTTON. The plaintiffs purchased cotton from the defendant 
which had been delivered to the defendant for ginning and storing. 
The plaintiffs alleged that the defendant stored the cotton with 
excess moisture and failed to identify any defects in the cotton 
on the warehouse receipts. The plaintiffs argued that the failure 
violated Mo. Rev. Stat. § 400.7-203. The defendants operated 
federal licensed warehouses and argued that the federal regulation 
of warehouses pre-empted any state action concerning the storing 
of cotton. The court held that the plaintiffs’ claims based on false 
warehouse receipts were pre-empted by the federal regulation of 
the warehouses. The plaintiffs also claimed that the cotton was 
improperly stored. The court also held these claims were pre-
empted by the federal warehouse statutes and regulations. Staple 
Cotton Coop. Ass’n v. D.G. & G., Inc., 2007 U.S. Dist. LEXIS 
61284 (E.D. Mo. 2007).
 FOOD SAFETY. The FSIS has announced the publication of 
its report entitled, “Review of the Pathogen Reduction; Hazard 
Analysis and Critical Control Point Systems Final Rule Pursuant to 
Section 610 of the Regulatory Flexibility Act, As Amended.”   The 
report is available in Room 102, Cotton Annex, 300 12th Street, 
SW., Washington, D.C. 20250-3700, between 8:30 a.m. and 4:30 
p.m., Monday through Friday, except federal holidays. It is also 
available on the Internet at http://www.fsis.usda.gov/regulations-
-&--policies/2007--Proposed--Rules--Index/index.asp. 72 Fed. 
Reg. 50260 (Aug. 31, 2007).
 FEDERAL ESTATE
AND GIFT TAXATION
 VALUATION. The decedent’s estate included 20 percent of the 
common stock of a closely-held corporation. The stock had never 
been publicly traded and no sales of the stock had occurred in the 
10 years prior to the decedent’s death. In the six years preceding 
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the decedent’s death, the corporation profit dropped to almost 
zero. For estate tax purposes, the estate calculated the value of 
the decedent’s share of the corporation at $1.75 million using the 
capitalization of income method, under which a company’s value 
is calculated by (1) projecting the company’s annual income, (2) 
determining a company-specific capitalization rate, (3) dividing 
the projected income by the capitalization rate, and (4) adding the 
value of non-operating assets. This yielded a valuation of $25.8 
million for the company, of which the estate’s share was $5.3 
million, which was then further reduced by 40 percent to account 
for the decedent’s minority ownership interest and by a further 45 
percent to account for lack of marketability, to arrive at the final 
valuation of $1.75 million. The estate argues that this valuation 
reflects the company’s grim profit prospects. The IRS valued 
the decedent’s interest at $32 million, using two independent 
methods: the comparable public company method, which yielded 
a company value of $260 million, and the discounted cashflow 
method, which was performed twice (using different estimated 
future values) and which yielded company values of $212.6 
million and $158.8 million. The IRS settled on $225 million, of 
which the estate’s share was $46.3 million. That value was then 
discounted by 30 percent to account for lack of marketability, thus 
arriving at the final value of $32 million. The IRS valuation did 
not account for any lessening of profits from competition. The Tax 
Court disagreed with both valuations and used the capitalization 
of income method and added the value of non-operating assets. 
The decedent’s share of the value of the company was reduced 
by a 15 percent minority interest discount and 30 percent for lack 
of marketability for a final value of $13.5 million.  The appellate 
court held that the Tax Court properly ignored both the estate 
and IRS valuations as flawed and substituted its own valuation 
method.  Thompson v. Comm’r, 2007-2 U.S. Tax Cas. (CCH) 
¶ 60,546 (2d Cir. 2007), aff’g, T.C. Memo. 2004-174.
 FEDERAL INCOME 
TAXATION
 ACCOUNTANTS. The plaintiff was disbarred from 
representing clients before the IRS for failure to file personal and 
corporate income tax returns. The plaintiff sought an injunction 
against the disbarment, alleging that the IRS action was arbitrary 
and an abuse of discretion and a violation of the plaintiff’s 
due process rights. The court held that the disbarment was not 
improper because the evidence demonstrated that the plaintiff 
had sufficient means to file the returns. The court also held that, 
because the plaintiff was allowed administrative appeals, the 
disbarment did not violate any due process rights.  Hubbard v. 
United States, 2007-2 U.S. Tax Cas. (CCH) ¶ 50,616 (D. D.C. 
2007).
 CORPORATIONS 
 REPURCHASE OF STOCK. The taxpayer corporation 
repurchased all of the stock held by an officer and director of 
the corporation. The corporation treated the transaction as a 
redemption of stock for income tax purposes but later sought a 
refund based on a deduction of part of the purchase price as 
compensation for the officer’s past services. The court held 
that the taxpayer was bound by the initial characterization of 
the transaction because the taxpayer failed to show that the 
characterization resulted from mistake, fraud, duress or undue 
influence. The appellate court affirmed in a decision designated 
as not for publication. WRS Group, Ltd. v. United States, 
2007-2 U.S. Tax Cas. (CCH) ¶ 50,607 (5th Cir. 2007), aff’g, 
2006-1 U.S. Tax Cas. (CCH) ¶ 50,341 (W.D. Tex. 2006).
 DEPRECIATION. In 2006, the IRS issued the following 
revenue procedure: For taxable years beginning in 2007, under 
I.R.C. § 179(b)(1) the aggregate cost of any I.R.C. § 179 
property a taxpayer could elect to treat as an expense could 
not exceed $112,000. Under I.R.C. § 179(b)(2) the $112,000 
limitation was reduced (but not below zero) by the amount by 
which the cost of I.R.C. § 179 property placed in service during 
the 2007 taxable year exceeded $450,000. Rev. Proc. 2006-53, 
2006-2 C.B. 996. Due to changes made by the Small Business 
and Work Opportunity Act of 2007, Pub. L. No. 110-28, 121 
Stat. 190 (2007), the revenue procedure has been amended as 
follows: For taxable years beginning in 2007, under I.R.C. 
§ 179(b)(1) the aggregate cost of any I.R.C. § 179 property 
a taxpayer may elect to treat as an expense can not exceed 
$125,000. Under I.R.C. § 179(b)(2) the $125,000 limitation is 
reduced (but not below zero) by the amount by which the cost of 
I.R.C. § 179 property placed in service during the 2007 taxable 
year exceeds $500,000. Rev. Proc. 2007-60, I.R.B. 2007-39.
 DISASTER LOSSES. On August 23, 2007, the president 
determined that certain areas in Minnesota are eligible for 
assistance from the government under the Disaster Relief 
and Emergency Assistance Act (42 U.S.C. § 5121) as a result 
of severe storms and flooding, which began on August 18, 
2007. FEMA-1717-DR.  On August 24, 2007, the president 
determined that certain areas in Oklahoma are eligible for 
assistance from the government under the Act as a result of 
severe storms, tornadoes and flooding, which began on August 
18, 2007. FEMA-1718-DR.  On August 26, 2007, the president 
determined that certain areas in Wisconsin are eligible for 
assistance from the government under the Act as a result of 
severe storms, tornadoes and flooding, which began on August 
18, 2007. FEMA-1719-DR. On August 27, 2007, the president 
determined that certain areas in Ohio are eligible for assistance 
from the government under the Act as a result of severe storms, 
tornadoes and flooding, which began on August 20, 2007. 
FEMA-1720-DR. On August 29, 2007, the president determined 
that certain areas in Nebraska are eligible for assistance from 
the government under the Act as a result of severe storms and 
flooding, which began on June 11, 2007. FEMA-1721-DR. On 
August 30, 2007, the president determined that certain areas 
in the Illinois are eligible for assistance from the government 
under the Act as a result of severe storms and flooding, which 
began on August 7, 2007. FEMA-1722-DR. On August 31, 
2007, the president determined that certain areas in New York 
are eligible for assistance from the government under the Act as 
a result of severe storms and flooding, which began on August 
8, 2007. FEMA-1723-DR. On August 18, 2007, the president 
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determined that certain areas in Texas are eligible for assistance 
from the government under the Act as a result of Hurricane 
Dean, which began on August 17, 2007. FEMA-3277-EM. On 
August 21, 2007, the president determined that certain areas 
in Minnesota are eligible for assistance from the government 
under the Act as a result of a bridge collapse, which began on 
August 1, 2007. FEMA-3278-EM. Taxpayers who sustained 
losses attributable to these disasters may deduct the losses on 
their 2006 returns.
 FOREIGN INCOME. The taxpayer performed work in 
Antarctica and the taxpayer excluded the wages earned while 
in Antarctica under I.R.C. § 911 as foreign income.  The court 
held that income earned in Antarctica was not excludible under 
I.R.C. § 911 because Antarctica was not recognized by the 
U.S.  government as a foreign sovereign nation. Newcomb 
v. Comm’r, T.C. Memo. 2007-245; Hamann v. Comm’r, 
T.C. Memo. 2007-246; Teuscher v. Comm’r, T.C. Memo. 
2007-247; Dietsche v. Comm’r, T.C. Memo. 2007-250; 
Joss v. Comm’r, T.C. Memo. 2007-255; Tudor v. Comm’r, 
T.C. Memo. 2007-256; Novitsky v. Comm’r, T.C. Memo. 
2007-257; Teskev v. Comm’r, T.C. Memo. 2007-258; Smith 
v. Comm’r, T.C. Memo. 2007-267; Teske v. Comm’r, T.C. 
Memo. 2007-268.
 HYBRID VEHICLE TAX CREDIT.  The IRS has 
announced that GMC, Inc. and Honda have not yet sold 60,000 
hybrid vehicles and the hybrid vehicle certifications and the 
credit amounts are still available for:
 Year and Model Credit Amount
2006 and 2007 Chevrolet Silverado Hybrid 2WD: $250
2006 and 2007 Chevrolet Silverado Hybrid 4WD: $650
2006 and 2007 GMC Sierra Hybrid 2WD: $250
2006 and 2007 GMC Sierra Hybrid 4WD: $650
2006 and 2007 Saturn Vue Green Line: $650
2006 and 2007 Saturn Aura Hybrid: $1,300
2005 Honda Accord Hybrid: $650
2007 Honda Accord Hybrid: $1,300
2007 Honda Accord Hybrid Navi: $1,300
2007 Honda Civic Hybrid: $2,100
2008 Chevrolet Malibu hybrid $1,300
2008 Saturn Aura hybrid $1,300
IR-2007-150; IR-2007-151; IR-2007-156.
 INTEREST RATE.  The IRS has announced that, for the 
period  October 1, 2007 through December 31, 2007, the 
interest rate paid on tax overpayments remains at 8 percent (7 
percent in the case of a corporation) and for underpayments 
remains at 8 percent. The interest rate for underpayments by 
large corporations remains at 10 percent. The overpayment rate 
for the portion of a corporate overpayment exceeding $10,000 
remains at 5.5 percent. Rev. Rul. 2007-56, I.R.B. 2007-39. 
 PARTNERSHIPS
 CONTRIBUTIONS. The IRS has issued procedures for 
allowing automatic permission for qualified partnerships to 
aggregate built-in gains and losses from qualified financial 
assets for purposes of making a reverse I.R.C. § 704(c) allocation 
for contributions to a partnership.  Rev. Proc. 2007-59, I.R.B. 
2007-40.
 REORGANIZATION. The taxpayer, a trust, had two equal share 
beneficiaries with remainders held by their children. In order to 
avoid the imposition of a corporate trustee, the trust contributed 
all of its assets and liabilities to a limited liability company in 
exchange for all of the interests in the LLC. The LLC interests 
were then distributed to the beneficiaries in equal shares. The 
LLC would be a disregarded entity for purposes of Treas. Reg. 
§ 301.7701-3(b)(1)(ii) while the trust held the LLC interests. 
The IRS ruled that no gain or loss would be recognized from the 
transaction as to the trust or beneficiaries.  Ltr. Rul. 200734003, 
May 15, 2007.
 PENSION PLANS. For plans beginning in August 2007 for 
purposes of determining the full funding limitation under I.R.C. 
§ 412(c)(7), the 30-year Treasury securities rate for this period is 
6.33 percent, the corporate bond weighted average is 5.84 percent, 
and the 90 percent to 100 percent permissible range is 5.26 percent 
to 5.84 percent.  Notice 2007-68, 2007-2 C.B. 468.
 The IRS has issued proposed regulations providing guidance 
regarding the use of certain funding balances maintained for 
defined benefit pension plans and regarding benefit restrictions for 
certain underfunded defined benefit pension plans. The proposed 
regulations reflect changes made by the Pension Protection Act of 
2006, Pub. L. No. 109-280, 120 Stat. 780. (2006). These regulations 
affect sponsors, administrators, participants, and beneficiaries of 
single employer defined benefit pension plans.
 RETURNS. The IRS has posted the following publications 
to its website, www.irs.ustreas.gov/formspubs/index.html, in the 
Forms & Pubs section: Publication 594 (7-07), The IRS Collection 
Process; Publication 950 (8-07), Introduction to Estate and Gift 
Taxes; Publication 4588-SP (7-07), Basic Tax Guide for Green 
Card Holders: Understanding Your U.S. Tax Obligations (Spanish 
Version); and Publication 4588-VN (7-07), Basic Tax Guide for 
Green Card Holders: Understanding Your U.S. Tax Obligations 
(Vietnamese Version). These documents are available at no charge 
and can be obtained (1) by calling the IRS’s toll-free telephone 
number, 1-800-TAX-FORM (1-800-829-3676); (2) through 
FedWorld on the Internet; or (3) by directly accessing the Internal 
Revenue Information Services bulletin board at (703) 321-8020.
 The IRS has granted limited tax relief for taxpayers in Minnesota, 
Ohio, Oklahoma, Wisconsin. Due to storms, flooding and tornadoes 
on August 18, 2007, in designated counties, affected taxpayers have 
until November 15, 2007, to file most tax returns that have either an 
original or extended due date falling on or after August 18, 2007, 
and on or before November 15, 2007. Affected taxpayers include 
those who live in, and businesses whose principal place of business 
is located in, the covered disaster area, and taxpayers whose books, 
records or tax professionals’ offices are in the covered disaster 
area. In addition, the IRS will waive the failure to deposit penalty 
for employment and excise deposits due on or after August 18, 
2007, and on or before September 4, 2007, so long as the deposits 
are made by September. 4, 2007. The postponement of time to file 
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and pay does not apply to information returns in the Form W-2, 
1098, 1099 or 5498 series, or to Forms 1042-S or 8027. The 
IRS also has provided information for claiming disaster-related 
casualty losses, procedures for taxpayers to identify themselves 
as victims and other relief.
 S CORPORATIONS
 TRUST. A trust was created pursuant to the last will and 
testament of a decedent. The trust, a residuary testamentary 
trust, was funded with various assets including the stock of an 
S corporation. Prior to the decedent’s death, the decedent held 
the stock directly. During the administration of the decedent’s 
estate, the estate’s stock gave rise to a net operating loss (NOL) 
as defined under I.R.C. § 172. The NOL carryover remained 
unused upon the termination of the decedent’s estate when the 
trust was funded. As a residuary testamentary beneficiary of the 
decedent’s estate, the trust succeeded to the NOL carryover that 
was unused by the decedent’s estate at the time of its termination 
under I.R.C. § 642(h)(1).  The trust qualified as a permissible S 
corporation shareholder under I.R.C. § 1361(c)(2)(A)(iii) during 
the 2-year period beginning on the date the stock was transferred 
to it pursuant to the decedent’s will. In order to remain an eligible 
trust following the 2-year period, the trustee made an election 
for the trust to be an electing small business trust (ESBT) under 
I.R.C. § 1361(c)(3).  In a Chief Counsel Advice letter, the IRS 
ruled that the subchapter S portion of the trust could not take any 
deductions attributable to the NOLs but the NOLs were available 
for a deduction from the non-S portion of the trust. CCA Ltr. 
Rul. 200734019, May 21, 2007.
 SALE OF RESIDENCE. The taxpayer’s property was 
substantially damaged as a result of a natural disaster to such 
an extent that it had to be practicably be rebuilt. Although 
components of the residential structure remained standing, 
subsequently enacted land use regulations essentially required 
deconstruction followed by elevation, total first floor and 
roof, and near total second floor reconstruction at an expense 
exceeding the fair market value of the entire property prior to 
the disaster. The fair market value of the property prior to the 
damage in question was estimated at $250,000 and the fair 
market value after the disaster was estimated at $75,000. The 
taxpayer’s adjusted tax basis in the property was $170,000, and 
the costs of repair were estimated at $359,000. The taxpayer 
received $359,000 in insurance and other proceeds, and will 
receive $40,000 in excludible I.R.C. § 139(g) hazard mitigation 
payments. Under I.R.C. § 121(d)(5)(A) the destruction, seizure 
or condemnation of a residence is treated as a sale for purposes 
of I.R.C. § 121. In a Chief Counsel’s Advice letter, the IRS 
acknowledged that no definition of the word “destruction” 
occurs in the statute, legislative history, court cases or regulations 
but noted that in some areas destruction is distinguished from 
damage, indicating that destruction refers to total loss and not 
partial loss. The IRS interpreted “destruction” to mean that 
“complete destruction occurs when the residence is damaged 
to the extent that the remaining structure cannot be utilized to 
advantage in restoring the property to its prior condition.”  The 
IRS indicated that a factor in making this determination would 
be whether the cost of repairs exceeded the original fair market 
value of the property prior to the damage. The IRS ruled that, 
in this case, the facts demonstrated that the taxpayer’s residence 
was destroyed in whole and the taxpayer could claim a Section 
121 exclusion of gain from the deemed sale of the property.  The 
IRS also ruled that, assuming no additional basis adjustments 
or casualty loss considerations, the taxpayer’s gain on the 
transaction/deemed sale was $189,000 (($359,000 - $170,000 
= $189,000). Since this amount is less than $250,000, all gain 
may be excluded from such deemed sale under Section 121(a). 
CCA Ltr. Rul. 200734021, May 23, 2007.
 SELF-EMPLOYMENT. The taxpayer was hired to install 
tile in condominiums owned by the employer. The taxpayer was 
paid a fixed amount for the whole job, supplied all the tools and 
supplies, and set the work hours. The employer supplied the 
tile and requested the taxpayer to work set hours each day. The 
court held that the taxpayer was an independent contractor and 
the amount paid was self-employment income because (1) the 
taxpayer had a high degree of control over the taxpayer’s own 
work, (2) the taxpayer provided the tools and materials, (3) the 
taxpayer bore the risk of loss on the project, (4) the taxpayer 
could not be discharged from the job, (5) the taxpayer had a 
lack of permanency in the relationship and (6) the parties had 
no intent to form an employer-employee relationship. Jones v. 
Comm’r, T.C. Memo. 2007-249.
 STOCK TRADING EXPENSES. The taxpayer engaged 
in online trading of stocks through an online brokerage. The 
taxpayer claimed various trading expenses as business expense 
deductions on Schedule C but the IRS disallowed deductions 
for education expenses resulting from seminars, books and 
software on stock trading. The IRS disallowed the deductions 
on the basis that the educational expenses were not related to a 
trade or business. The court looked at two factors to determine 
whether stock trading was a trade or business: (1) the trading 
activity was substantial and (2) the taxpayer attempted to catch 
the swings in the market in order to profit from changes in 
stock prices. The court agreed that the taxpayer met the second 
requirement. However, the court found that the taxpayer made 
only 46 purchases of stock and 14 sales in 2002 and 109 
purchases and 103 sales in 2003. The court also noted that the 
taxpayer collected unemployment compensation during these 
years. The court held that the taxpayer’s trading activity was 
not substantial in either 2002 or 2003; therefore, the education 
expenses were not incurred for the production of income and 
were not eligible for the business expense deduction.  Cameron 
v. Comm’r, T.C. Memo. 2007-260.
 TAX SCAMS. The IRS has issued a warning to taxpayers 
of a new e-mail scam which claims that the recipient has been 
randomly selected to participate in a survey, the completion of 
which will entitle the recipient to an $80 credit. The survey, 
which arrives in an e-mail referencing the IRS in the “from” and 
“subject” lines, and which features the IRS logo, asks for the 
recipient’s name, telephone number and credit card information. 
The IRS states that this information is used to withdraw bank 
account funds, incur charges on the victim’s credit card or 
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obtain loans in the victim’s name. The IRS reiterated that it does 
not send out unsolicited e-mails or ask for detailed personal 
information via e-mail. To track down these bogus e-mails, the 
IRS has established an electronic mailbox where taxpayers can 
send information about suspicious e-mails. Taxpayers should 
send the information to: phishing@irs.gov.  IR-2007-148.
 WITHHOLDING TAXES.  The taxpayer was employed as a 
pilot with a company which provided contract air cargo services. 
The taxpayer’s residence was in Minnesota but, since 2001, the 
taxpayer was assigned to the company’s operation air base in 
Alaska. The company provided reimbursement for the expenses 
for travel to and from Alaska and lodging and meal expenses 
while in Alaska. The company withheld income and FICA taxes 
on the reimbursement amounts and the taxpayer filed a claim for 
refund of the FICA taxes.  Under I.R.C. § 3121(a)(20), FICA 
taxes are not required to be withheld on compensation received 
which could be deducted by the taxpayer as a working condition 
fringe benefit under I.R.C. §§ 162, 167.  In this case, the 
reimbursements would be deductible if incurred by the taxpayer 
while traveling away from the taxpayer’s residence. The court 
held that the taxpayer’s residence was in Alaska because that was 
the primary location of the taxpayer’s employment for over five 
years; therefore, the taxpayer could not deduct the reimbursed 
expenses as travel expenses under I.R.C. § 162. The court also 
held that the reimbursed expenses were not deductible under 
I.R.C. § 167 because the expenses were not incurred for the 
benefit of the employer since the Minnesota residence was not 
required for employment. Because the travel expenses were 
not deductible by the taxpayer, the withholding of FICA taxes 
from the reimbursements was proper. Jordan v. United States, 
2007-2 U.S. Tax Cas. (CCH) ¶ 50,603 (8th Cir. 2007), aff’g, 
2006-1 U.S. Tax Cas. (CCH) ¶ 50,255 (D. Minn. 2006).
 The taxpayer was a sponsor of a poker tournament in which 
participants pay an entry fee and the tournament winners receive 
prize money from the pool of the entry fees. The IRS ruled that 
the taxpayer must withhold 25 percent of the prizes and file Form 
W-2G, Certain Gambling Winnings, with the IRS on or before 
February 28 (March 31 if filed electronically) of the calendar 
year following the calendar year in which the prizes are paid. 
Rev. Proc. 2007-57, 2007-2 C.B. 547.
PRODUCTS LIABILITY
 ANIMAL FEED. The plaintiff purchased sheep feed from the 
defendant. The feed was fed only to a portion of the flock and 
five lambs died in one month, an unusually high death rate. No 
lambs died in the other groups. Once the plaintiff stopped using 
the feed, the normal death rate returned. The court awarded the 
plaintiff the market value of the sheep lost plus veterinary costs. 
Lien v. Purina Mills, LLC, Case No. SCSC017739 (Iowa Dist. 
Ct. for Fayette County 2007).
 COMBINE. The plaintiff purchased a used corn harvesting 
combine manufactured by the defendant. The plaintiff and prior 
owner testified as to their maintenance of the combine, especially 
as to the changing of the oil and inspections for oil leaks. The 
combine was damaged by an engine fire which occurred while 
the plaintiff was harvesting corn. The plaintiff sued for damages 
under theories of breach of warranty and strict liability.  Both 
sides provided expert testimony but the trial jury awarded 
damages to the plaintiff under both theories. The defendant 
argued on appeal that the plaintiff’s expert testimony should 
have been excluded because the testimony exceeded the scope 
of the expert’s written report and the expert failed to test any 
of the engine components. The court noted that the defendant’s 
own expert also failed to make any tests on the engine parts to 
support that expert’s testimony. The court held that the plaintiff’s 
expert’s testimony was within the general scope of the report and 
had sufficient basis for admission at the trial. Shuck v. CNH 
America, LLC, 2007 U.S. App. LEXIS 19820 (8th Cir. 2007), 
aff’g, 2006 U.S. Dist. LEXIS (D. Neb. 2006).
SECURED TRANSACTIONS
 PERFECTION. The debtor had granted to a bank a blanket 
security interest in the debtor’s personal property. The debtor 
also purchased two pieces of farm equipment from a dealer and 
granted the dealer a security interest in the equipment. The dealer 
filed financing statements but listed the name of the debtor as 
“Mike Borden” instead of the debtor’s full name of “Michael 
Borden.” The bank argued that the dealer’s security interest 
was unperfected because the financing statement included a 
misleading name in using Mike instead of Michael. The evidence 
showed that the debtor often signed legal documents with the 
name Mike. The court noted that the state’s web-based U.C.C. 
search system did not allow for generic character searches to 
account for all variations of a debtor’s name. The court held 
that the full legal name of a debtor was required for perfection 
of a financing statement, placing the burden on a filing creditor 
to determine the debtor’s legal name and not on a searching 
creditor who would have to guess at the possible legal name. 
The appellate court affirmed, noting that standard search of 
UCC filings did not account for the use of nicknames in filing 
statements. In re Borden, 2007 U.S. Dist. LEXIS 61883 (D. 
Neb. 2007), aff’g, 353 B.R. 886 (Bankr. D. Neb. 2006).
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The Seminars in Paradise have returned!
FARM INCOME TAX,
ESTATE AND BUSINESS PLANNING SEMINARS
by Neil E. Harl
Outrigger Keauhou Beach Resort, Big Island, Hawai’i.  January 8-12, 2008
 Spend a week in Hawai’i in January 2008! Balmy trade winds, 70-80 degrees, palm trees, white sand beaches 
and the rest of paradise can be yours; plus a world-class seminar on Farm Income Tax, Estate and Business 
Planning by Dr. Neil E. Harl.  The seminar is scheduled for January 8-12, 2008 at the spectacular ocean-front 
Outrigger Keauhou Beach Resort on Keauhou Bay, 12 miles south of the Kona International Airport on the Big 
Island, Hawai’i.
 Seminar sessions run from 8:00 a.m. to 12:00 p.m. each day, Tuesday through Saturday, with a continental 
breakfast and break refreshments included in the registration fee. Each participant will receive a copy of Dr. Harl’s 
400+ page seminar manual Farm Income Tax: Annotated Materials and the 600+ page seminar manual, Farm 
Estate and Business Planning: Annotated Materials, both of which will be updated just prior to the seminar.
 Here are a sample of the major topics to be covered:
 • Farm income items and deductions; losses; like-kind exchanges; and taxation of debt including the new 
Chapter 12 bankruptcy tax.
 • Income tax aspects of property transfer, including income in respect of decedent, installment sales, private 
annuities, self-canceling installment notes, and part gift/part sale transactions.
 • Introduction to estate and business planning.
 • Co-ownership of property, including discounts, taxation and special problems.
 • Federal estate tax, including alternate valuation date, special use valuation, handling life insurance, marital 
deduction planning, disclaimers, planning to minimize tax over deaths of both spouses, and generation skipping 
transfer tax.
 • Gifts and federal gift tax, including problems with future interests, handling estate freezes, and “hidden” 
gifts.
 • Organizing the farm business—one entity or two, corporations, general and limited partnerships and limited 
liability companies.
 The Agricultural Law Press has made arrangements for substantial discounts on partial ocean view hotel 
rooms at the Outrigger Keauhou Beach Resort, the site of the seminar. 
 The seminar registration fee is $645 for current subscribers to the Agricultural Law Digest, the Agricultural 
Law Manual or the Principles of Agricultural Law. The registration fee for nonsubscribers is $695.   For more 
information call Robert Achenbach at 541-302-1958 or e-mail at robert@agrilawpress.com.
